When can we forecast inflation? by Jonas D. M. Fisher et al.




























































































































































































































































































































Source: Haver Analytics, Inc., 2001, U.S. economic statistics database, July.
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Naive Best Median Naive Best Median
model performing Rel. rel. model performing Rel. rel.
Sample period RMSE model RMSE RMSE RMSE model RMSE RMSE
Core CPI
1977:01–1984:12 2.360 2 0.768 0.885 3.802 4 0.930 0.868
1985:01–1992:12 0.667 1 0.985 1.290 0.780 1 0.894 1.615
1993:01–2000:12 0.341 2 1.110 1.181 0.705 2 0.765 0.768
1985:01–2000:12 0.530 1 1.016 1.268 0.744 1 0.903 1.304
1977:01–2000:12 1.430 2 0.891 0.927 2.278 5 1.000 0.906
Core PCE
1977:01–1984:12 1.238 2 0.954 1.033 2.100 5 0.887 0.765
1985:01–1992:12 0.481 1 1.409 1.412 0.617 1 1.221 1.197
1993:01–2000:12 0.514 4 0.750 0.749 0.802 4 0.532 0.542
1985:01–2000:12 0.498 1 1.188 1.109 0.716 6 0.933 0.847
1977:01–2000:12 0.822 2 1.048 1.052 1.346 5 0.902 0.781
Total CPI
1977:01–1984:12 2.674 2 0.687 0.765 4.525 4 0.744 0.696
1985:01–1992:12 1.489 1 0.982 0.982 1.695 1 0.981 1.245
1993:01–2000:12 0.716 1 1.085 1.193 1.032 1 1.035 1.002
1985:01–2000:12 1.168 1 1.002 1.025 1.403 1 0.996 1.184
1977:01–2000:12 1.815 2 0.865 0.845 2.853 6 0.954 0.795
Total PCE
1977:01–1984:12 1.705 2 0.841 0.953 2.977 6 0.751 0.686
1985:01–1992:12 1.025 1 0.978 1.012 1.102 1 1.029 1.279
1993:01–2000:12 0.633 4 0.953 0.960 0.924 6 0.773 0.772
1985:01–2000:12 0.852 1 1.003 0.998 1.017 1 1.020 1.098
1977:01–2000:12 1.205 2 0.974 0.968 1.909 6 0.909 0.781
Notes: Fifteen-year rolling regression. RMSE is root mean squared error. Numbers in bold indicate cases in which the naive model
outperforms the Phillips curve models.
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performing Median performing Median
Sample period model PDPC PDPC model PDPC PDPC
Core CPI
1977:01–1984:12 3 75.0 71.9 3 91.7 82.3
1985:01–1992:12 7 62.5 59.4 6 66.7 63.5
1993:01–2000:12 4 78.1 80.2 1 85.4 78.1
1985:01–2000:12 7 70.3 69.8 1 74.5 70.8
1977:01–2000:12 7 69.1 70.5 3 75.0 74.7
Core PCE
1977:01–1984:12 2 79.2 69.8 2 90.6 87.5
1985:01–1992:12 1 61.5 42.7 6 61.5 52.1
1993:01–2000:12 8 69.8 69.8 1 90.6 82.3
1985:01–2000:12 1 64.1 56.3 6 70.8 67.2
1977:01–2000:12 2 67.0 60.8 2 72.2 74.0
Total CPI
1977:01–1984:12 2 86.5 71.9 4 92.7 89.6
1985:01–1992:12 8 60.4 58.3 6 76.0 72.9
1993:01–2000:12 4 60.4 57.3 3 77.1 74.0
1985:01–2000:12 5 59.4 57.8 5 73.4 73.4
1977:01–2000:12 2 62.8 62.5 4 78.5 78.8
Total PCE
1977:01–1984:12 3 89.6 77.1 4 94.8 93.8
1985:01–1992:12 1 56.3 52.1 4 68.8 62.5
1993:01–2000:12 5 71.9 67.7 5 80.2 76.0
1985:01–2000:12 7 62.0 59.9 5 74.0 69.3
1977:01–2000:12 7 65.6 65.6 5 80.2 77.4
Notes: Fifteen-year rolling regression. RMSE is root mean squared error. PDPC indicates percentage of directional predictions that are correct.
Numbers in bold indicate failure with respect to the naive model.







































































A. Core CPI—70.5% correct
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A. Core CPI—74.7% correct
B. Core PCE—74.0% correct

































































































































Naive Best Median Naive Best Median
model performing Rel. rel. model performing Rel. rel.
Sample period RMSE model RMSE RMSE RMSE model RMSE RMSE
Core CPI
1977:01–1984:12 2.360 2 0.959 0.968 3.802 3 0.950 0.963
1985:01–1992:12 0.667 7 0.955 0.981 0.780 6 0.965 0.994
1993:01–2000:12 0.341 7 0.855 0.859 0.705 1 0.833 0.854
1985:01–2000:12 0.530 7 0.935 0.957 0.744 1 0.910 0.934
1977:01–2000:12 1.430 2 0.965 0.967 2.278 3 0.950 0.961
Core PCE
1977:01–1984:12 1.238 5 0.954 0.962 2.100 3 0.945 0.950
1985:01–1992:12 0.481 1 0.992 1.069 0.617 6 0.970 1.016
1993:01–2000:12 0.514 1 0.944 0.942 0.802 1 0.910 0.925
1985:01–2000:12 0.498 1 0.967 1.003 0.716 6 0.943 0.960
1977:01–2000:12 0.822 7 0.966 0.972 1.346 3 0.948 0.952
Total CPI
1977:01–1984:12 2.674 3 0.951 0.959 4.525 4 0.949 0.956
1985:01–1992:12 1.489 8 0.983 0.990 1.695 6 0.952 0.969
1993:01–2000:12 0.716 5 0.990 0.997 1.032 5 0.915 0.938
1985:01–2000:12 1.168 6 0.987 0.992 1.403 6 0.950 0.961
1977:01–2000:12 1.815 2 0.965 0.968 2.853 6 0.952 0.957
Total PCE
1977:01–1984:12 1.705 3 0.939 0.958 2.977 5 0.941 0.946
1985:01–1992:12 1.025 1 0.988 1.003 1.102 5 0.934 0.961
1993:01–2000:12 0.633 5 0.944 0.962 0.924 5 0.911 0.925
1985:01–2000:12 0.852 7 0.982 0.992 1.017 5 0.924 0.946
1977:01–2000:12 1.205 2 0.961 0.970 1.909 5 0.938 0.946
Notes: Fifteen-year rolling regression. RMSE is root mean squared error. Numbers in bold indicate cases in which the naive model
outperforms the combination model.
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